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KEY ECONOMIC INDICATORS: BURMA 


(All values in million U.S. $, unless otherwise indicated; 1974 Rate U.S. $ = 
1975 Rate U.S. $ = 


1973-74 
Income, Production, Employment 1972-73 (6 months) 1974-75 


GDP at Current Prices 2,458.0 2,890.0 2,887.0 
GDP at Constant (1969-70) Prices 2,236.0 2,328.0 1,833:0 
Per Capita GDP at Constant Prices ($) 77.0 78.0 61.0 
Ratio of Gross Capital Formation to GDP 9.4 9.3 8.6 
Government Capital Expenditure 47.8 54.9 N/A 
Work Force (in thousands) 11,416 11,634 


Money and Prices 


Money Supply 647.2 725.5 

Internal Public Debt 860.5 1,001.2 

External Debt 392.0 290.0 

External Debt Service Ratio 17.4 20.8 

Consumer Price Index, Rangoon (1972=100) CY 1973 CY 1974 CY 1975 
223.5 156.8 201. 24/ 


Balance of Trade 


Gold and Foreign Exchange Reserves eng 
-3.1 


Trade Balance 

Exports (FOB) 120.79 
U.S. Share age | 

Imports (mainly CIF) 123.8 
U.S. Share 9.8 


Main Imports from U.S. (FY 1974-75): 
Machinery and equipment ($4.6 million) 
Transport equipment, spares and accessories ($2.4 million) 
Chemicals and pharmaceuticals ($1.2 million) 


Due to a change in the Burmese fiscal year from October 1-September 30 
to April 1-March 31 with a short, six-month (1973-74) fiscal period 
intervening and to a 33 percent devaluation of the kyat against the 
U.S. dollar in early 1975, comparisons with previous reporting period 
are difficult ani could be misleading. All percentage changes are 
calculated on local currency values. 

End October 1975 

% Change October 1974/October 1975 

Average January-October 1975 

% Change January-October 1974/January-October 1975 

Embassy Estimates 





Burma's economy recorded moderate growth in 1974-75 as domestic 
petroleum resources aml a low level of participation in inter- 
national commerce provided a cushion against higher world oil 
prices and a general downturn in global economic activity. 
However, real GDP growth was very small in absolute terms and 
in yercentage terms it was only slightly higher than population 
expansion. The all-important agricultural sector expanded at 
a lower rate than the overall economy, but due to excellent 
growing conditions prospects for the present crop year are 
very good; this sector should lead Burma into another year 

of moderate economic growth in 1975-76. The country's agri- 
cultural-based economy remains largely dependent upon two exo- 
genous factors, the international ric@ market and the weather. 


Restrictive import policies helped narrow Burma's unfavorable 
trade balance last year, and preliminary figures for the first 
half of the present fiscal year indicate an upturn in foreign 
trade with exports exceeding imports. Inflows of foreign loans 
and grants provided a small surplus in the overall balance 

of payments, but Burma's total foreign debt has doubled in the 
past decade awd the foreign debt service ratio is alarmingly 
high. Inflation, due mainly to an increase in money supply to 
finance chronic budget deficits, has become Burma's most pressing 
economic problem. Most commercial activity is centered in 
Burma's thriving blackmarket causing an erosion of the tax base. 
Economic reforms remain necessary if Burma is to take full 
advantage of its plentiful natural resources and well-educated 
population. 


The government continues to prohibit nearly all forms of private 
foreign irmestment and this policy plus the present economic and 
political situation does not hold much promise for U.S. invest- 
ment opportunities in the near future. The prospect for direct 
sales opportunities is much brighter. Loans from international 
financial institutions for a variety of development projects 
will require the purchase of considerable capital equipment, 
spare parts and services, and U.S. firms are in a good compe- 
titive position to obtain a large share of these contracts. 





CURRENT ECONOMIC SITUATION AND TRENDS 
Moderate Growth, But .... 


Burma, which in the words of one observer has "an unplanned 
command economy of disproportionate developments and stagnation," 
continued its record of sluggish economic growth during the 
1974-75 fiscal year period. Economic activity and participation 
in international commerce have reached such a low ebb that the 
country has been largely unaffected by the general downturn in 
world economies, but by the same token it is in a poor position 
to benefit from any world-wide economic recovery. 


In kyat terms Burma's GDP at constant (1969-70) prices grew by 
3.5 percent over the previous period. Although this fell far 
short of the targetted 6.3 percent growth rate and somewhat behind 
the 4 percent GDP increase recorded a year earlier, it does 
exceed Burma's average annual growth rate of 2.7 percent over 
the past ten years. During a period of international economic 
stagnation, this modest increase appears as an exception to the 
flat, disappointing GNP or GDP data released by many developing 
and industrialized countries. However, considering the small 
base from which to quge percentage increases, the absolute gain 
in GDP was minimal, and due to a 33 percent devaluation of the 
Kyat in early 1975, GDP in U.S. dollar terms actually declined 
during the period. With population growth estimated at 2.2 
percent per annum, gains in per capita GDP have been negligible. 


The agricultural sector, which accounts for nearly 70 percent of 
total employment and about 40 percent of GDP, was a drag on 
economic growth during 1974-75. Agricultural output increased 
only 2.6 percent (exactly matching the sector's average annual 
growth over the past ten years) against a targetted rate of 5.3 
percent. This ws due largely to adverse growing conditions, 
e.g. floods and drought, and inadequate inputs. Paddy production 
remained about the same as recorded in the previous period but 
output of jute and oilseeds declined by more than half. 


For the present (1975-76) crop year, unusually favorable weather 
conditions have contributed to an expected upturn in agricultural 
output, and this sector may lead Burma into another year of over- 
all economic growth comparable to or better than that recorded 
during the past yar. The paddy harvest is now estimated at 9 
million tons, the highest in the past decade, and jute production 
is expected to more than make up the loss it sustained the 
previous year. This increase in agricultural output, especially 
in the all-important rice subsector, augurs well for Burma's 
consumers who may get some relief in food prices to offset the 





heavy inflationary trends of the past year. However, bumper rice 
crops in almost every other major producing and consuming nation 
probably mean that despite a larger exportable surplus of the 
commodity, Burma's foreign exchange earnings from rice, its primary 
export, will not exceed those recorded during the previous year. 


This optimistic outlook for the present crop year only serves to 
point up how dependent the entire economy is upon the whims of 
the weather. Unfavorable climatic conditions in any one year 
could be disasterous, driving the economy further downward and 
giving rise to increased political unrest. Many of Burma's economic 
problems can be traced to stagnation of the agricultural sector 
due to the government's pricing and investment policies. The 
government as sole legal buyer of most major agricultural commo- 
dities set its procurement prices at artificially low levels thus 
leaving farmers with virtually no savings for maintenance and 
investment and discouraging intensive cultivation methods. Public 
sector investment inagriculture has declined along with private 
investment as the government focused its scarce resources on the 
industrial sector. This has been largely self-defeating since 
industrial development in Burma can only be based upon a healthy 
and growing agricultural sector. 


The industrial sector did advance during 1974-75 partly off- 
setting the low level of agricultural expansion. According to 
official figures, value of industrial production at constant prices 
rose by 7.3 percent over the previous period, but continued dire 
scarcity of locally made capital and consumer goods does not sub- 
stantiate this. This scarcity is partly explained by the fact 
that in the decade preceeding 1974-75 the yolume of industrial 
output increased by an average of less than one percent a year. 
The government continues to devote part of its meager investment 
funds to obtaining new capital equipment and expanding plant 
capacity while existing facilities often stand idle due to lack of 
raw materials and spare parts. 


The minerals/petroleum field was the only sector of the economy 
to exceed its targetted production in 1974-75 with a 12.6 percent 
increase in constant price value over that of the previous year. 
Crude oil output reached 7.6 million U.S. barrels, 8.5 percent 
above the production recorded a year earlier. Burma, which is 
nearly self-sufficient in petroleum, is in a fortunate position 
in that is has been less affected by increases in world petroleum 
prices than most developing countries. However, hopes that the 
country would become fully self-sufficient in petroleum and perhaps 
attain a small exportable surplus during the present fiscal year 
have not been realized. A new onshore field proved disappointing 





and despite continued offshore exploration by four foreign oil 
firms, no commercial deposits have yet been found in Burma's 
territorial waters. 


Foreign Trade and Balance of Payments 


As reliable export and import data for 1974-75 are not yet avail- 
able, the Embassy has drawn up a set of estimates for Burma's 
external sector which will have to be revised once more precise 
official figures are released. According to these estimates, 
Burma considerably narrowed its unfavorable trade gap during 
1974-75. This was due to restrictive import policies which 
reduced Burma's already low import levels still further and to 

a Slight rise in the value of exports. Rice and timber remained 
the nation's main foreign exchange earners, and major trading 
partners were Japan, the PRC, the European Economic Community 
and India. If preliminary trade figures for the first half of 
FY 1975-76 can be believed, Burma's foreign trade, both imports 
and exports, is running well ahead of the previous year and 
exports exceed imports by about $30 million. As with estimates 
for 1974-75, these figures are subject to revision. 


The continuous trade deficits extending over the past decade haye 
put considerable strain on the balance of payments, and the current 
account has been in almost chronic deficit. However, gross in- 
flows of foreign loans and grants last year allowed Burma to 
register a small (estimated $17.5 million) surplus in its oyerall 
balance of payments for the third consecutive year. Foreign ex- 
change reserves built up to over $151 million by March 1975, but 
as of August 1975 they had declined somewhat to $133.5 million, 
still more than sifficient to finance 12 months of retained im- 
ports at last year's low levels. The capital inflows which helped 
the balance of payments picture have not been without cost to the 
country. Foreign debt has more than doubled since 1970 and debt 
service obligations have risen by 60 percent. Burma's foreign 
debt service ratio rose from 17.4 in 1972-73 to 22.6 in 1974-75, 
and unless exports show a marked improvement, this ratio may be 
even higher by the end of the present fiscal year. 


Money and Prices 


Inflation has risen from being merely one among Burma's plethora 
of economic ills to become the nation's most pressing economic 
problem. The Rangoon consumer price index rose more than 30 
percent last year, and as the index does not take full account 

of goods traded on tle blackmarket, the center of most of Burma's 
commercial activity, the inflation rate for the country as a whole 
could be as high as 35 to 40 percent. While shortages of certain 
food items, an inefficient distribution system and to some extent 
inflationary trends in supplier countries have all contributed to 
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upward pressure on prices in Burma, the main cause of the inflation- 
ary spiral has been the vast increase in the money supply brought 
about largely to finance continuing budget deficits. During 1974-75 
money supply increased by 31 percent and it continued to expand 
through the remaining months of 1975. Declining production of con- 
sumer goods and import constraints have meant that this ever increas- 
ing supply of money is pursuing a dwindling supply of consumer 

items; thus liquidity and price pressures have built up within the 
economy. The government increased interest rates on savings deposits 
from 3.5 percent to 6 percent per annum in April 1975, but this did 
not entice any significant increase in personal savings and, therefore, 
failed to absorb any appreciable amount of excess liquidity. To 
date, the government has taken no other positive steps to damp down 
inflation. 


The price increases have most severely affected those urban wage 
earners who have no other source of income. Despite double digit 
inflation for the past two years, there have been no general wage 
increases for Burmese workers since 1972. 


The government's efforts to save foreign exchange by holding down 

all imports and virtually eliminating imports of consumer goods 
together with stagnant domestic production, arbitrary price controls, 
and a shoddy distribution system have led to scarcities of nearly all 
consumer commodities. This situation has created a flourishing 
blackmarket which deals in smuggled goods, items illegally diverted 
from government trade organizations and goods produced locally by 
farmers and public enterprises. This blackmarket system encompasses 
most of Burma's commercial activity. While it provides work and 
income for countless numbers of people who might otherwise be un- 
employed, it is a drain on the official economy as a large proportion 
of the country's resources, output and labor are siphoned off to 

this illegal channel. It has also eroded the government's tax base. 
The ratio of current revenue to GDP at current prices fell from 25 
percent in 1965-66 to 9 percent in 1974-75. This narrowing tax base 
contributed to the budget deficits mentioned above which in turn led 
to the increase in money supply which fueled the demand for black- 
market goods etc., etc.... 


Prospects 


Burma's economic prospects are not necessarily all dim. In the short 
term the expected increase in agricultural output should, as noted, 
lead to another year of modest GDP growth and assure ample food 
stocks, perhaps at lower prices, for Burma's consumers. However, 
given the fragilestate of Burma's economy,this situation could 

very easily reverse itself; much will depend on such exogenous 
factors as the weather and the international rice market. 
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For the longer term, Burma is well-endowed with natural resources 
such as forests, agricultural potential and minerals, and the country 
boasts a well-educated population. These excellent resources could 
remain untapped unless the government institutes a wide range of 
reforms beginning with a more pragmatic approach to all economic 
problems and focusing on price, wage and investment policies. Mainly 
as the result of pressure from international financial institutions, 
the government implemented a number of reforms within the past year, 
and others such as a more decentralized banking system, new revenue 
measures, less central control of government enterprises and greater 
investment in agriculture are to be introduced in the coming year. 

It will take more than this merely to raise some sectors of the economy 
up to the stagnation level, but these reforms represent a small step 
in the right direction. They also indicate that the Burmese govern- 
ment will respond at least to a degree to recommendations for reforms 
from multilateral financial organizations. 


IMPLICATIONS FOR THE UNITED STATES 


Investment Hope Nil 


U.S. business presence in Burma is mainly confined to two firms engaged 
in offshore petroleum exploration under participation agreements with 
the Burmese government and to related support activities. The govern- 
ment continues to prohibit all other forms of private foreign invest- 
ment in Burma. There seems little likelihood that this policy will 


change within the coming year despite the country's dire need for 
investment and capital inflow. This government policy plus the 
present economic and political situation in the country tend to place 
Burma at the bottom of any list of prospective investment areas. 


Sales Prospects, A Brighter Outlook 


The total value of U.S. sales to Burma may have fallen marginally in 
1974-75 from that recorded in the last full fiscal year period, 

but due to a further drop in Burma's estimated total imports, the 
U.S. share of the market remained virtually unchanged at 8 percent. 
U.S. firms are beginning to pay more attention to the Burmese market 
as evidenced by a net gain of 16 (76 to 92) between December 1974 
and December 1975 in the number of U.S. companies that have signed 
agency agreements with the Myanma Export Import Corporation (MEIC), 
the state-controlled foreign trade monopoly which acts as sole legal 
sales agency for all foreign firms in Burma. Also, the number of 
U.S. firms employing technical representatives, (local non-sales 
personnel who can be hired on a salaried basis only after a firm has 
concluded an agency agreement with MEIC) rose from 32 to 51 over 

the same period. 
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Most of Burma's foreign purchases are made through international 
competitive tender, and this has caused some problems for U.S. 

firms. High shipping costs from the United States have often 

placed U.S. firms at a price disadvantage when bids are considered. 
Another problem is that most tenders have very short bid deadlines 
and delays in mail service between the United States and Burma have 
prevented some American companies from competing for tender oppor- 
tunities. A major portion of Burma's purchases from abroad will 
continue to be financed by loans from the World Bank or Asian 
Development Bank. Recently the World Bank granted an IDA loan of 
$7.5 million for livestock development which will include construc- 
tion of a milk processing plant. The Asian Development Bank recently 
approved a $25.3 million loan for construction of a jute mill. U.S. 
suppliers should be in a good competitive position to obtain con- 
tracts arising from these loans. Earlier loans from these institu- 
tions for which tenders are still being issued include projects 

in fisheries, flood control and irrigation, power transmission, 
communications and rice processing industries. About 35 percent of the 
value of orders resulting from World Bank loans have gone to U.S. 
suppliers, and in the coming year this could rise as most tenders 
under present loans will be for goods and services in which U.S. supp- 
liers are most competitive. 


The most promising categories for direct sales to Burma in the coming 
year include trucks and transport equipment, capital machinery, 


Materials handling equipment, road construction and earth moving 
machinery, communications equipment and systems, oil drilling rigs, 
forest extraction equipment, livestock, chemicals, pharmaceuticals 
and spare parts. There may also be opportunities for consultant 
services in connection with World Bank or Asian Development Bank 
projects. 





Telephone Directory of 
Country Marketing Managers 


Commercial and economic information on most trading partners of the United 
States is available from the Bureau of International Commerce, U.S. Depart- 
ment of Commerce. 


The Bureau is organized geographically with a Country Marketing Manager 
responsible for a country or group of countries as listed below. Assistance or 
information about marketing in these countries may be obtained by dialing 
these key people directly: 202-967 plus the given extension. 


Africa Far East 
West and Central Africa 3865 Australia and New 
East and South Africa 4927 Zealand 3646 
Europe East and South Asia 5401 
France and Benelux Japan 2425 
Countries 4504 Southeast Asia 2522 
Germany and Austria 5228 Latin America 
Italy, Greece and Turkey 3944 Brazil, Argentina, 
Nordic Countries 3848 Paraguay and Uruguay 5427 
Spain, Portugal, Switzer- Mexico, Central America 
land and Yugoslavia 2795 and Panama 2314 
United Kingdom and Remainder of South 
Canada 4421 America and Caribbean 
Countries 2995 


Special units within the Department of Commerce have been created to deal 
with particular marketing situations: 


Commerce Action Group for the Near East 


North Africa 5737 
Near East 
Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, Yemen 
Arab Republic 5767 
Iran, Israel, Egypt 3752 


Bureau of East West Trade 


Eastern Europe 2645 
USSR 4655 
Peoples Republic of China 3583 








It's good 
business 


to base your business decisions 
on the facts. 


U.S. INDUSTRIAL OUTLOOK puts the facts at your 
fingertips. It could be the best investment you will 
make this year. 


A great bargain for small business: the services of a 
staff of 100 industry analysts for $5.45 per copy. 
Helpful statistics, analyses and comments on more 
than 200 industries to back up your own business 
judgment. 

U.S. INDUSTRIAL OUTLOOK 1976 gives you the facts 
you need about actual product and industry shipments, 
exports, imports, employment trends since 1967 with 
projections for 10 years into the future. 


A service of the U.S. Department of Commerce, 
Domestic and International Business Administration, 
to foster the progress of business. 
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